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Janice,

e Wiene Epnden,
Thank you for your call this morning. We discussed the following
transaction and how one should determine the size of the transaction for
HSR reporting purposes.

1. LLC operates a specialty hospital. LLC's members are A{S5%), B
(25%) and C (20%). LLC has assets with a book value of ~$32 million
{fair market value not yet determined), and liabilities of ~$40 milfion
currently held by the financing arm of A's ultimate parent entity. The
deht is guaranteed pro rata by A, B and C based on their respective
membership interest,

2. B proposes to purchase A's membership interest for $550,000, and
will thereafter hold an 8G% membership interest in LLC. 11L.C will
simuitaneous refinance the outstangding debt and use the proceeds to
repay the debt currently neld by the financing arm of A's ultimate
parent entity.

3. The purchase of A's membership interest constitutes an acquisition

of LLC by UPE-B from UPE-A. Both "A" and "B" satisfy the size of person
test. | am having difficulting following the new LLC rules regarding

the size of transaction test. 1 believe that the size of the

transaction is the greater of the acquisition price or the fair market

value of the assets to be acquired, here the speciaily hospital.

4. The acquisition price clearly includes the $550,000 cash
consideration. Rule 801.10(d) appears to suggest that the corresponding
value of B's membership interest, here $250,000, should also be included
in the acquisition price, but | might not be reading that correctly.

Please confirm whether the value of B's membership interest is

inciuded in the acquisition price for purposes of Rule 801.10(d).

5. Secand, while | understand that the value of the debt guarantee is
part of the consideration to be included in the purchase price, please
confirm that the amount of cdebt guaranted, however, s NOT included in
the purchase price (ABA, Premerger Notification Practice Manual,
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interpretation 102).

6. Finally, | understand that one must still make a good faith
deiermination of the falr market value of the assels 1o be acquired in
the transaction described. If that is not necessary, please advise.

Thank you for you assistance in this matter. 1 do not wantto misstate
the nuances of the new LLC rules in my opinion letter. Flease let me
know if you require additional information.

Best regards,
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